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ABSTRACT 

An examination is made into the eroding financial 
health of intercollegiate athletic programs, especially at the 
Division I level of the National Collegiate Athletic Association 
(NCAA) , that was determined to have come about as a product of 
standard practices and policies. The question posed is, if Division I 
ro3\ege sports have become a large commercial enterprise, what then 
i£ the condition of these programs as measured ^y standards of 
business practice? It is found that university varsity programs, 
instead of being net revenue producers* were net revenue users and 
not self-supporting. Traditional revenue sources (ticket sales, 
television, donations) are chronically short in generating enough 
income to support costly intercollegiate programs. During periods of 
rising costs. Division I athletic directors want to increase these 
revenues instead of decreasing costs; since revenues are already 
difficult to increase appreciably, there is quickly created a 
revenue/cost gap. These same problems found in Division I-AA are also 
growing in Division I-A programs. The most popular method of closing 
the revenue/cost gap is to increase donor solicitation. A need for 
universities to rethink the incorporated "athletic associations" 
within their institutions is due. (GLR) 
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Fiscal Fitness? The Peculiar Economics 
OF Intercollegiate Athletics 

By John R. Thelin and Lawrence L Wiseman 



Scandal and shame are themes that 
have dominated popular press coverage 
of interoollegiate athletics in recent years, 
with exposes of altered transcripts, slush 
funds, and recruiting abuses. This sensa- 
tionalism leads one to assume that these 
episodes are exceptions in an essentially 
healthy system; i.e.. that a university can 
"solve** its athletic problems and restore 
proper balance by firing an errant coach or 
by expelling student-athletes who violate 
rules. One unintended consequence of 
dramatic media coverage is that it masks 
attention to a less-spectacular yet a more 
fundamental problem: intercollegiate ath- 
letic programs, especially at the Division I 
level of the National Collegiate Athletic 
Association (NCAA), show signs of pre- 
carious fiscal fitness. 

Most troubling is that this eroding finan- 
cial health has not been a result of lllegar 
behavior, but Is a product of standard 
practices and policies. The peculiar eco- 
nomicsof intercollegiate athletic programs 
are symptomatic of weak financial con- 
trols that have only marginal connectton 
with academic accountability and sound 
educattonal poltoy. 

What has caused this siluatton? One 
predictable answer is the complaint that 



college sports have become a "business/ 
characterized by "commercialism" and 
*professk>nalism," and indelibly linked to 
scandals and excesses. Our approach is 
different. We start with a more straightfor- 
ward, less nonnative question: If univer- 
sity presklents and taistees accept that 
Diviston I college sports programs are a 
big business, what is the conditton of these 
programs as measured by standards of 
business practk^e? 

We rejected moral outrage as a start- 
ing point for critical analysis of the eco- 
nomcs and finances of college sports 
mainly because no one denies that Divi- 
ston I college sports have becom ^ large 
commercial enterprise. For example, in 
1986 the athletk: director at FlorkJa State 
University commented. Tm not. afraid to 
say it: It's a business." During a 1975 
congresstonal hearing the athletto director 
at the University of Maryland tokl a sub- 
committee that his department opposed 
giving equal opportunity to women's var- 
sity sports because doing so would be 
t)oor business and poor management.** 
He also sakl the university was "in compe- 
tition with professtonal sports and other 
entertainnrtent for the consumer's money** 
and ''dkl not want a lesser product to 





Division I College Sports— 
An Athletic Director's 
View: *Tm not afraid to 
say that It's a business/' 



DeOcH-rkien college athletic 

programs dash wttn the 
I popular Image of lucrative 
I television contmcts and 

sell-out crowds at large 

stadiums 



I ... one finds within Division I 
I ranks a ctear imbalance 1)6- 
; tween big winners and big 
I tosers In what an ACE. report 
I callcdf The Money Game." 



market" Similarly, a football coach at 



ui r\/\t twi lai otut V \A • L(* v< «f i« J vf\f^%*\ 

reporters that a losing season and bad 



in the entertainment business and are 

ei le^nrttiKlA t/^ IKa lA/hirne r»f fcine \Aihr> mo\j 

get upset with our performance " 



publ»crty hurl his program because, "We're 

The Business of University Athletics: 



National Survey Data 

Our first concern about the business 
practices of major college sporfs programs 
IS that they are becoming a world turned 
upside down Varsity programs that are 
supposed to be net revenue producers 
are often net revenue consumers. A 
storm warning about intercollegiate ath- 
letic f inarx:es comes from a number of na- 
tionwide institutional surveys, including 1) 
the periodic reports Mitchell Raiborn has 
prepared for the NCAA since 1974, 2) a 
1988 survey of intercollegiate athletic 
funding conducted by the State Higher 
Education Executive Officers, and 3) a 
1 986 survey by the American Association 
of State Colleges and Universities 
(AASCU) on the revenues and expenses 
of athletic programs The various studies 
agree on one trend as a whole and within 
program categones, intercollegiate ath- 
letic programs are unableto support them- 
selves, most run deficits. To illustrate the 
financial condition of intercollegiate ath- 
letics, we have included two representa- 
tive annual budgets The first summarizes 
the $1 5 million budget of a typical Division 
l-A (See box on facing page.) The 
second represents the $5 million budget 
of a representative Division l-AA program 
(See box on the following page.) 

Certainly the finding that athletic pro- 
grams are usually not self-supporting is 
not surprisinq a* uolleges that designate 
their activities as a part of the educational 
program and make no claim that varsity 
sports should be self-supporting via gate 
receipts, or broadcast revenues. It does 
warrant concern for NCAA Division I insti- 
tutions, at which, by NCAA definition, an 
"athletics program strives for regional and 
national exr^Hence and prominence'' and 
the program serves both [the] college 
comnrxjnity and [the] general public " A 
university that opts for Division I standing 
"may award financial aid based on [a 



student's] athletic ability,' irrespective of 
financial need Abcve all. the Division I 
institution tries '1o finance its athletic pro- 
grams with revenues of the program it- 
self " V^'ithin this group of schools there 
are signs of severe financial strain, not to 
mention outright failure For example, m 
1986 the AASCU survey indicated that 
among 67 Division I institutions, only nine 
generated surplus revenue; 31 programs 
ran a deficit and 25 were 'self-supporting" 
(but. as we shall d»scuss later, in many 
cases this was dependent on monies from 
mandatory student fees) 

One fascinating, unexpected finding 
from the AASCU report is that despite the 
Division I mstituljons self imposed em- 
phasis on g^WW^g revenues via ticket 
sales, televi|i(^^^ donations, these 
sources are (jhliWc^^l^^ciequate Ticket 
sales accoii(fc!0jk W pei^cent of all pro- 
gram revenuflS.^^eliBrisior^ arid radio, 1 
percent, and ihwS||^ otfier contribu- 
tions, 13 percerfr,"*^ 

Deficit riddencollege athletic programs 
clash with the popular image of lucrative 
television contracts and sellout crowds at 
large stadiums In November 1989, for 
example, the NCAA and CBS announced 
a $1 billion contract for exclusive broad- 
cast rights to seven years of NCAA bas- 
ketball games. How does one reconcile 
such affluence with so many institutional 
program deficits? On closer inspection 
one finds within Division I ranks a clear 
imbalance between big winners and b*" 
losers in what an American Council on 
Education report called "The Money 
Game ^ To understand the paradoxical 
coexistence of college sports affluence 
with program deficits, one needs to disag- 
gregate nationwide survey data An im- 
portant, partial answer is the ais*inction 
between Division l-A and l-AA institutions 
among the allegedly self-supporting and 
revenue-producing intercollegiate athlet- 
ics programs 
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Sample SUDOmm wOS HlViSiOrf /vl ShiBmmCOitt SOAn ArSiJmr tCB 

This 1968 and 89 oparasirig budget of $15 
sly that fields natk)naN:all?eft»a^ 
men and women. 



FoottMH 

Ticket sales 

Season ticket smchc^^ 
TV i)owl game rebates 
Local ^oadcast roghte 
aiwsoufoas 
Total Foc<bal 



$5^.000 
300.000 
800.0Gd 
310.000 
390.000 



17.00.1.000 



TickMnaiM 
Toumamenisand 
pracsMon otfim 
Lofctt broadcMt lights 
ConferenM 
OtlwsouroM 
Total Baskslbal 

Oltwr ^90rtt 



QMs Mid 0RMii 

Pilar yiar Niwpp 
Sitidmi adivty 1m 

TQTAItiCQME 



12.100,000 

400.0G0 
950,(KK> 
2S0.00O 
300,000 



$4,000,000 




FOOIIMH 

Qranls-in-aid 
Saiariss other 
T(M FoolMl 



$860,000 
4.3SO.O0O 



$&SQ&^ 



Qranlt-hvAtd 
SaMes other 
TolrtI 



Other s|Xiili 

QrwtNn-ak} 
SalMlMo^ 
Toiaf iMher Spoilt 

Capflal liii|Mi9weiMnts e<)u]prneM 
/lcaideiiiO0i M niiiieyii)Oft 

• ^■HIWB^Wi^^* P^VFjl^'V^w* OTH^I^mFV^ 



150.000 
2.0S0.000 



900.000 
1.880.000 



tymm 



mo 




Sasspls Sudost for Division hAA Intsscollsgiatb Atsvstics 


This 1968 and 89 optraUno budgtt ct $5 mMon is for a macNunrvsize university 


(emoimanl about 10,000) tM is Division l-AA in football and l-A in baslcetbali. and 


fields tsams in an addWonal 20 sports for man and Mimrm 


Poolbal 


' $600,000 


nasicaibali 


200.000 


GR8 and gianta 


850,000 


TV and braadcaais 


60,000 


PioQnni aMsa ackwUaafnanta 


120,000 






Student atllvKy laaa 


3.000.000 


TOTAL MiCQME 


15^.000 


E 

FbotbaH 




Grants-in-aid 


$600,000 


Salaries 


340.000 


Other 


610.000 


Total FOott»l 


$1,550,000 


BaafctttiaH 




GrOTts*in-aid 


$150,000 


Salaries 


140,000 


Other 


210,000 


Total Daaltoibal 


$500,000 


Otiier sports 




Grants-lnaid 


$450,000 


Salaries 


380,000 


aher 


420,000 


Totar Other Spoita 


$1,250,000 


Administrative and gener&l expenses 


$1,700,000 


TOTAL ClWEIISPa 


$5,000,000 



Within Division I. the NCAA distin- 
yuisheb iwo caieguries of insiiiuilOndi 
programs. Division l-A represents "Mount 
Olympus" — such cx)nferences as the Big 
Ten, the Big Eight, the Southeastern, the 
Pacftic Ten, the Southwestern, arxJ the 
Atlantic Coast, plus such prominent inde- 
pendent institutions as Notre Dame, Penn 
State, Syracuse, and Miami Further- 
more, these conferences overwhelmingly 
dominate the national television network 
broadcasts. Ofien overlooked is that 
Divison I also includes a large number of 
l-AA programs which-subcribe to the reve- 
nue-producing ethos and are allowed to 
provide athletic grants-in-aid, yet do rx)t 
have a football stadiums with 30.000 seats 
or average home football attendance of 
17.000 

Division hAA Programs: Life 
Without Television 

A Closer look at Divisk) AA is impor- 
tant for understarxjing the increasing 
strains and dilemmas for colleges and 
universities that wish to offer highly com- 
petitive varsity sports The Yankee Con- 
ference provides good examples of Divi- 
sion l-AA teams: nr Dst are flagship state 
universities (e.g., the Universities of Mas- 
sachusetts, Connectii Ait, Delaware, Maine, 
New Hampshire, Vermont, arxj Rhode 
Island) along with two private universities 
(Richmond and Villanova) A good foot- 
ball game attendance is between 10,000 
and 15,000 but attendance sometimes 
goes as high as 25,000. 

Without televisk)n broadcast revenues 
and with such relatively modest crowds 
(compared with those attending Divisbn I- 
A games), the Division l-AA teams face an 
increasingly difficult, alnDost impossible, 
task in trying to be self-supporting. For 
example, in one survey 15 prominent 
Division l-AA football programs reported 
substantial deficits in 1987 (a 16th institu- 
tk)ndkJ not respond to the survey). Among 
Virginia's state institutbns, the Divisk>n I- 
AA football programs at James Madison 
University, William and Mary, and Virginia 
Military Institute displayed similar patterns 
over the 1985-87 football seasons: each 
program showed an annual def k:it of atx)ut 
$700 ,000 and a three-year defk^it of about 
$2 milton. buch data offer two partkxjiar 
pauses for alarm: first, since these three 
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programs are conskJered quite successful 
drid fiave relaiiveiy high looibail game 
attendance for Divisk)n I AA, it is reason- 
able to project greater defk:its for many 
other Diviston l-AA programs. Second, the 
defk:its are for these institutions' football 
programsonly, not forthe so-called minor 
or nonrevenue varsity sports. Division I- 
AA football programs are hard-pressed to 
reduce expenses because they are com- 
mitted to athletic grants-in-aid and must 
continually spend on marketing and pub- 
licity to promote tk:ke\ sales. At the same 
tinf>e, they cannot tap into the bonanza of 
1980s college sports revenues because 
sektom, if ever, w 'l they command broad- 
cast televisk)n coverage by a major net- 
work or appearance in a major bowl game 
To use the argot of bookmakers and loan 
sharks, Diviston l-AA programs have and 
will CO ntinue to have a "case of the shorts " 

Trouble in Paradise: 
Financial Strains in 
Division LA 

All this might be acceptable if defk^^its 
(whether for football or for a total varsity 
sports program) were confined to the 
Divisk) fi !-AA teams. Unfortunately, the 
same problems can be found percolating 
upward; i.e., within each major confer- 
ence of Divisx)n l-A, one can klentify "poor 
cousins" whose big-time varsity programs 
are losing money. For example, in No- 
vember 1989 within the Big Ten Confer- 
ence, the University of Wisconsin reported 
a substantial defk:it ($1.9 million, accord- 
ing to one press report) for its intercolle- 
giate athletk: program. The anatomy of 
athletk:s budgets from selected major 
universities suggests how such problems 
evolve and persist. 

Financial problems are neithernewnor 
unexpected. Data from a decade age for 
the University of Missouri at Columbia 
ilkjstrate characteristk: strains. Missouri's 
1 979-80 intercollegiate athletk: budget was 
relath/ely large ($6.9 millk)n). Although 
rx>t as successful in winning or in gate 
receipts as, for example, the University of 
Oklahoma or the University of Southern 
California, "Mizzou" is signifk:ant because 
it is admittedly "big time," it betongs to the 
formidable Big Eight Confeience, it often 
is among the top 10 nationally in terms of 
football game attendance, it has an in- 



To use the argot of book- 
makers and k>an sharks, 
DMskxi hAA programs 
have arKi will continue to 
have a "case of the 
Shorts." 



Unfortunatery, the same 
problems facing DIviston f- 
AA programs can be found 
percolsilng upward to 
Dtvlstoii hA. 




For all these advantages,, 
the programs at many 
Division hA univefsltles 
Illustrate how the alleged 
revenue-producing sports 
can t>ecome revenue con- 
suming. 
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creasingly successful basketball program. 

the onty Division I football team in its state 
The university expected football to furxl 
about 80 percent of the entire varsity sports 
proQinm -a premise that led it to expand 
the stadium's seating capacity from 55,000 
IC65.000 A decade ago the Missouri foot- 
ball program brought in $5.7 million; but 
operating the program cost $3.2 million, 
leaving a net revenue of $2.5 million. In 
subsequent years that surplus has 
dwindled because of hsing costs. A cause 
for concern is that Missouri represents a 
successful program in terms of atten- 
dance and gate receipts; i.e., it is operat- 
ing at about optimal level. Its athletic 
officials believe they ought noi raise ticket 
prices much beyorid annual inflation. If 
home football games were not selling out, 
the athletk; department coukj at least plan 
on more aggressive marketing to increase 
ticket sales. The university does gain 
some athletic income via Big Eight Conier- 
ence revenue snaring; however, since the 
football team usually finishes in the bot- 
tom half of the conference, it lias few 
opportunities to be on natk)nal televisk)n 
or in natk>nal bowl games. The best optwn 
tor raising additk>nal income is through 
booster clubs and alumni donations. 

How do seemingly strong athletic pro- 
grams go from being merely financially 
stretched to being overextended? The 
example of the University of Maryland 
Illustrates this problem. Since 1985 
Maryland's athletic department has been 
staigglingto maintain national-caliberplay 
for Its nonrevenue varsity men's sports 
atong with its primary commitment to foot- 
ball and to men's and women's basketball 
Reductk)n in resources and in grants-in- 
aid are cited as reasons for declining won- 
toss records in track, lacrosse, wrestling, 
baseball, and swimming The niost inter- 
esting data, however, are those showing 
that the sports which are expected tc 
produce revenues have a k>ng record of 
falling short. From 1978 to 1981 football 
lost $300,000-$400,000 each year. By 
1987 the athletk: department had a deficit 
of over$1 million; that shortfall eventually 
led the athletk: director to fire 1 7 emptoy- 
ees in the ticket office, marketing, publk: 
relations, training, and maintenance. 

Why did Maryland's athletic depart- 
ment fail to balance its 1988 budget of 



$8 3 million'? First, football gate receipts 
f Aij ^gAQ OOO bstew project !cns Seco.nd, 
football lost an anticipated $350,000 when 
the Cherry Bowl could not pay its "guaran- 
teed" inoney after Maryland appeared m 
that 1985 postseason game Third, men' ■> 
varsity basketball showed a deficit of 
$150,000. Finally, the athletic department 
had to honor substantial salary obligations 
to staff who resigned or who vere reas- 
signed. An athletic director who resigned 
was paid $77,000 for one year as a special 
consultant. One former basketball coach 
was guaranteed $1 36.000 per year when 
he was reassigned to be assistant athletic 
director. Department expenses increased 
once again Ly oummer 1989. when Mary- 
land carried yet another former men's 
basketball coach on its payroll (at an esti- 
mated $80,000 annual salary) along with 
the base an nual salary of $1 00,000 for the 
newly hired basketball coach. By 1 989 the 
University of Marylaihj's athletic director 
projected an annual deficit of about 
$200,000 and was proposing to ask the 
state legislature to consider a direct sub- 
skjy to the school's intercollegiate athlet- 
k:s program. 

The cases of the universities of ^ *s- 
souri and Maryland are disconcertir g 
because bo\h represent large public flag- 
ship universities with teams that enjoy 
strong support from administration and 
alumni, and that hdve the blessings or 
good k)cation, affiliation with prestigious 
conferences, arKi excellent media cover- 
age. For all these advantages, they illus- 
trate how the alleged revenue-producing 
sports can become revenue-consurping 
Among the 64 memoers of the high-pow- 
ered College Football Association, one 
estimate is that about 40% have varsity 
sports programs that run a deficit. 

Pertiaps the rnosi surprising news about 
the finances of intercollegiate athletics 
came in September 1988 when the Uni- 
versity of Michigan announced projected 
budget defk^its increasing from $2.5 mil- 
lion for the 1989 fiscal year to $5.2 million 
by 1993. !rorik:ally. Mk^higan usually is 
Cited as a nrxKlel of a large, well-run pro 
gram. The projedtons appear to be close 
to the mark. A sumnnary published in the 
January 8. 1990. issue of L/.S. News and 
World Report shows an annual budget of 
$21.1 million in expenses and $18 5 mil- 
lion in revenues The athletic department 
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has teams in 21 sports, a staff of 1 30 fuH- 
iirfie empioyTOS (inciuuing a travoi dy6nt, 
mechanics, carpenters, and engineers), 
and several hundred part time employees 
who work at sporting events. In 1987 its 
facilitief^— 12 buildings, Including a sta- 
dium that seats over 1 00,000 spectators- 
were valued at over $200 million. The 
University of Michigan fills its stadium at 
home football games In addition, Michi- 
gan appears on national television twc or 
three times each foott}all season, regu- 
larly goes to a major football tx)wl, sells out 
itsbasketballgames, andenjoys substan- 
tial revenues from its NCAA, champion- 
ship men's basketball team. If this estab- 
lished progranri projects a deficit, the fi- 
nancial outlook for intercollegiate athletk: 
programs at other universities is bleak. 

Why Are College Sports 
Expenses So High? 



In projecting a departmental deficit , the 
assistant athletcdirectoratthe University 
of Mk:higan notedthat expenses are "likely 
to increase by almost 25%, while reve- 
nues are expected to increase by on!y 
1 5% over the next five years." This is due 
partly to unavokJable increases in the costs 
of liability insurance, administrative com- 
pliance, data reporting, and other operat- 
ing matters. ArK)ther partial explanation is 
that athletic departments indulge in ex- 
pensfvecustoms. Conspicuous consump- 
tion for student-athletes often is standard 
practice as suggested by the constmction 
of special dormitories for them. Some 
precedent for cu ne nt spending come s f ro m 
the University of Pittsburgh, whose alumni 
donated over $181 ,000 in 1974 for refur- 
bishing football 'ocker rooms. The head 
coach commented, "Carpeting fkx)rs 
doesn't win ball ganries for you, but it sure 
makes things more comfortable." A 
youngergeneration of coaches has heeded 
his message: in November 1989 the new 
basketball coach at the University of 
Kentucky directed an intense fund-raising 
campaign that provided $1 million for new 
kx:kers and fumishings in the practice 
facility. 

College coaches are not especially 
precise in their ability ^.o select talented 
student-athletes. Division l-A football 
squads are ^'owed to have 95 athletes on 
migrant-ip iid sufficient to subsidize more 



than four players at each of the 22 posi- 
tfOns in a ccmptete starting lineup (profos 
sional teams in the Natk)nal Football 
League, by comparison, limit squad size 
to 48). Reliance on a high number of 
scholarship players often represents a 
coach's heoge against several problems: 
high attritton due to scholastic ineligibility, 
failure of athletes to play to their predkled 
potential, and "stockpiling" athletes as a 
strategy to prevent opposirig teams from 
havir>g access to player talent. These 
practk:es are both expensive and waste- 
ful. 

Attempts at frugality are uneven. Ath- 
letk: directors and football coaches have 
been reluctant to endorse compacts that 
woukl promote savings in athletic grants- 
in-aki, leading to whai Chanceltor Ira 
Heyman of the University of California, 
Berkeley, has called the "athletes arms 
race." Proposals to reduce tfie number of 
permissible grants-in-aid have been de- 
feated at recent NCAA annual meetings 
And, of course, expenses are kept high 
because athletic grants-in-aid are not 
basedonastudent-athlete's financial need. 

Another expensive practk:e is that of 
paying high salaries for selected coaches 
At several major universities the head 
football or basketball coaches make over 
$100,000 in annual base salary 5^me' 
times more than the university president 
earns. (Contracts for these highly suc- 
cessful coaches also often include sub- 
stantial income from perks, such as local 
televisk>n shows that can boost total an- 
nual remuneration, to the $200,000 to 
$700,000 range ) And, as already shown 
in discussing the University of Maryland 
budget, big-time athletic departments fol- 
tow the custom of 1)uying up" muttiyear 
contracts of a fired coach. The University 
of North Carolina at Chapel Hill, to cite 
another example, whk:h is regarded as 
having a well-run. clean sports program, 
reportedly "bought up" a fired football 
coach's contract for over $800,000. 

How Do College Sports 
Programs Reduce Expenses? 

During a period of rising costs and 
inflation, athletk: directors for Division I 
intercollegiate programs tend to favor 
strategies to increase revenues rather than 
to reduce expenses. When cost cutting 

mmmmmm 7 m^ms^^h 
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One coach's view on pro- 
gram costs: "Carpetfr)g 
fkx>rs doesnl vWn ball 
games for you, but It sure 
rfwkes thlr\gs more com- 
fortabler 



During a period of rising 
costs, athletic directors tor 
Division I Intercol^jglate 
programs tend to favor 
strategies to Increase 
rBvenues rather than to 
reduce expenses. 




What has been more curi- 
ous (and undeneported) is 
the disappearance from 
many rrts^or ti^^ersUos oi 
such trxtlfJoaaHy estab- 
lished sports as t}asebeH 
track, wtestring, swimming, 
and tannics. 



Athletic fund-rising can 
Imbalance unNerslties' 
priorities set by academic 
leadership. 



does take place, it usually hits least and 
last in the most expensive sports, football 
and basketball. The reduction approach 
has been either to eliminate nonrevenue 
(minor) varsity sports or to adopt a polk:y 
of liehng." According to the laner policy, 
the department targets sek)ctad sports for 
reduced funding, limited facilitios, fewer 
athlete scholarships . and !ocal schedules. 
As one would expect, the usual choices for 
elimination or drastic reduction are fenc- 
ing, riflery, and lacrosse. What has been 
more cunous (and underreported) in the 
past decade is the disappearance from 
many major universities of traditionally 
established sports e.g., baseball, track, 
wrestling, swimming, and tennis. About a 
ciecade ago the University of Cotorado 
eliminated varsity wrestling, baseball, and 
swimming. The University of Washington 
eliminated its nationally ranked teams in 
wrestling and gymnastics. Although var- 
sity wrestling gained national stature at 
several institutions in the Southtjastem 
Conference in the 1970s, the sport has 
been dropped, indeed, a 1982 study 
indicated that the athletic directors of most 
Southeastern Conference institutions fa- 
vored atx>lishing scholarships in rx>nreve- 
nue sports and diverting more funds and 
efforts to football and basketball. 

This strategy strikes us as foul play, 
because it tends to violate an implicit jus- 
tification of big-time sports; i.e.. a univer- 
sity endorses big-time football and, per- 
haps, basketball because these sports 
generate revenues to subsidize the minor 
sports. Now, even when alleged revenue- 
producing sports fail to provide thi*^ ex- 
pected surplus (or run a deficit), the pen- 
alty of resource reduction falls on the 
victim (minor sports), not the offender A.i 
additional irony is that eliminating minor 
snorts does relatively little to reduce defi- 
cits, because nonrevenue sports often al- 
ready are lean, relying on part-time 
coaches, local travel schedules, minus- 
cule recruiting expenses, and few grants- 
in-aid 

Increasing Revenues: 
Philanthropy and 
boosterism 

The most popular solution for closing 
the gap between flat or saturated reve- 
nues fromticket sales and nc;ing expenses 
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is to irKreaso donor solicitation Even 
within many major conferences, private 
contributions stHI surpass television reve- 
nues as the pil ir of athletic resources 
The usual mech<\nism for fund-raising is 
through booster clubs ("athletic-educa- 
ttonal foundatirns^, which are part of a 
semiautonomous intercollegiate athletic 
association. Investment ir; a sophisticated 
athletfc fund raising program often is jus- 
tified by one or more of the following 
contentions: winning teams in football and 
basketball increase alumni giving to the 
entire institution; championship teams 
enhance the total reputation of a canrpus; 
and donations to intercollegiate athletics 
have a nrv^ltiplier effect ior all institutional 
giving. l;irecent years a number of econo- 
mists nnd social scientists have attempted 
to systematically test these assertions 
The bulk of the research literature indi- 
cates at best equivocal support ^or and, of- 
ten, rejedionof such claims. Forexampie, 
political scientists Lee Sigelman and 
Robert Carter concluded in their classic 
1979 study, "Win One for the Giver," that 
"there is simply no relationship between 
success or failure in football and basket- 
ball and increases and decreases in alumni 
giving." They also bring our attention to 
the limits of togk: in university planning 
despite their research findings, they 
doubted athletk: departments would alter 
their practices, because "so many people 
believe (the atx)ve-stated) relationship 
exists." 

More problemitic is how intercollpgiate 
athletic fund-raising by a semiautonomous 
association or foundation meshes with 
total university priorities, planning, and 
development. Despite athletic directors' 
contention that their programs are inte- 
grated into institutional budgeting and 
decisions, intriguing data suggest athletic 
fund-raising can iiiibalance university pri- 
orities set by the academic leadership 
For example, at the same time the Univer- 
sity of North Carolina's Athletic Educa- 
tional Foundation successfully raised $22 
million in two years to build a new basket- 
ball arena, faculty salaries were frozen 
because of low state tax revenues and 
recession The chancellor responded to 
faculty complaints about misplaced priori- 
ties by insisting, "The center v^/as not a 
prk)nty of the university. It was a pnority of 
the Educational Foundation " 



Policy Implications: 
Rethinking Concepts and Structures 



Athletic - Educational 
Foundations 

Perhaps the most criticdl measure is 
for universities (especially state institu- 
tions) to rethink their justification for creat- 
ing separately incorporated "athletic as- 
sociations" within their institutional struc- 
ture. In the 1940s and*1950s the original 
intent was to have these associations 
clearly separated from educational budg* 
ets; i.e., (hey allowed universitiestocreate 
a clean, clear entity that would make var- 
sity sports truly revenue producing and 
self-supporting. This distinction was made 
for two related yet very different reasons. 
First, in the wake of athletic scandals and 
charges of financial atxjse, a number of 
state legislatures wanted varsity athletk: 
programs clearly separated from the aca- 
demk: and educational programs by a 
cordon sanKalre, to build assurance that 
state ^opropriations and tuition monies 
would not go toward intercollegiate athlet- 
ics. Second. creatk)n of the distinct ath- 
letk: association was intended to provide 
the useful mechanism for raising money 
via contributions and ticket sales. In- 
creasingly, the data suggest, athletk: 
associations are having difficulty fulfilling 
either charge. Nowhere is this more evi- 
dent than in the substantial, growing reli- 
ance on institutional support through 
mandatory student fees as a source of 
"revenue" for supposedly-producing and 
self -support ing athletic programs. The 
AASCU survey illustrated two dominant 
trends among Diyision I alhletic programs: 
for one large cluster of programs, student 
fees accounted for 51 % of revenues; for a 
second cluster, an average of about 38% 
of varsity sports revenues came from state 
and institutional sources. This distribution 
obviously is skewed arDong the Divisk)n I- 
AA institutions but the point still holds to a 
lesser extent in Division l*A. For example, 
the University of Kentucky Athletic 
Associatk)n's 1 988-89 projected revenues 
of $14.8 million inckjded $450,000 from 
student actrvity fees. 

Tracing where rrwney comes from and 
where it goes in varsity sports is problenv 
atk:. For example, our own earlier refer- 



ERiCi 



ence to newspaper accounts about finan- 
cial strain at Division l-A institutions raises 
rTX)re questions than it answers. Reports 
of a defkat for varsity sports at the Univer- 
sity of Wisconsin are disheartening, but 
not wholly surprising. In marked contrast, 
the University of Mk:higan's projected 
def icit in intercollegiate athletk:s strikes us 
as puzzling ; i.e. , at first glance it seems so 
troubling and unlikely that it calls for rDore. 
detailed data and explanation from inter- 
nal records not available to us. Are there 
capital projects or constnjction that dra- 
matically increase the defk:its? Or is the 
program truly operating in the red*^ One 
curious noiidevelopment is that we find 
little evkience of follow-up investigative 
reporting on this significant item in the 
national press 

In general, data on college sports fi- 
nances are uneven and often unreliable 
National surveys often have low response 
rates. Perks and subskJies that beneiil 
intercollegiate athletic programs tend to 
be understated, as they are marbled 
throughout the university budget in such 
\onTis as preskJential discretionary funds 
cr relatively tow charges for using univer- 
sity facilities. Financial reports from ath- 
lex departments along with complete 
reports from affiliated booster ckjbs and 
athletic foundations frequently are not 
readily available. Given the limits of 
comparable nationwkie data, the financial 
information is rDOSt useful and compre- 
hem;'ive whendislilled to the campus level 
Ecor)omists Arthur Padilla and Janice 
Boucher, for example, suggest that the 
$1 0 and 1 5 million annual operating budget 
of a Divisk)n l-A athletic program is com- 
parable to the budget of a large academic 
unit.e.g .medium-size professional school 
of a university. 

Subsidies Strategies 

The fragility of "self-supporting" inter- 
collegiate athletic programs is evkJent in 
the growing interest in subskly strategies. 
The state of Oregon, for example, recently 
implemented a tottery (based on choosing 
winners of professtonal football and bas- 
ketball games) to provide several millton 
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Tracing when^ money 
conies from and where ft 
goes In varsity sports Is 
problematic . ^ . In general, 
doa on college sports 
finances are uneven and 
often unreliable. 




CoachBs and athleiic 
administrntofs push the 
theme of college sports as a 
txjslness to retain re- 
sources to germate future 
funds or bulU winning 
teams. But wtien corh 
ftonted wHh deficits, they 
depict lr)tercolleglate 
athletics as an educational 
activity. 



(jbllars to the iniercollegiate athletic pro- 
grams atthe University of Oregon. Oregon 
State University, arxj f^orlland State Uni- 
versity This initiative may well represent 
acknowledgment at the Iev3l oJ public and 
institutional policy that ticket saies, bowl 
revenues, television receipts, and direct 
contributions are no longer adequate to 
support big-time intercollegiate sports. 

An interesting twist in budget discus- 
sions is the shifting stance of athletic 
departments Coaches and athletic ad- 
ministrators push the theme of college 
sports as a txjsiness to retain resources or 
to acquiro resources to generate future 
funds or buikJ winning teams But when 
confronted with deficits, they depict inter- 
collegiate athletics as an educattoial 
activity This point comes through in the 
recent edited by Richard Lapchick 
arxJ John Slaughter. The Rules of the 
Game, in whth the football coach at Boston 
College and the athletic director at South- 
ern Methodist Univeisity urge coa::hes 
and athletic directors to be and be seen a6 
educators This proposal v^oukj warrant 
more support If, for example, oaches and 
athletic directors ttad to operate under the 
sanie conditions, salaries, restraints, and 
buogetin^ processes as their feltow "edu- 
cators" in nrxKlern languages, chemistry, 
social work, and so forth It loses some 
appeal, however, wlien one notes thai 
mos\ Division I programs are not con- 
nected to the educational structures of the 
institution and are not a defined part of the 
general student body experience 

A Critique of the Reform 
Proposal for 
^'Professionalism** 

One recurrent reform proposal de- 
serves special attention From time to 
time one hear5> that big-time college sports 
ought to be allowed to be tmly "profes- 
sio/ial." The logic is that this would elimi- 
nate the hypocrisy of shamateurism," 
would allow varsity athletes to receive 
salaries that are a fair share of the televi- 
sion and bowl games bonanza, and woukJ 
acknowledge the true scooe and charac- 
ter of Division l-A sports And deregula- 
tion would enable established big-tirne 
programs to flourish 

Despite these n^rrts , however, we think 



such a reform is unlikely for two related 
reasons first, it wculdbefinancially disas- 
trous for all but a handful of university 
athletic pj'ograms Second, it would ex 
pose a central weakness of Division l-A 
college sports, self-depiction as a busi- 
ness The64institutionsthatformtheehte : 
Colloge Football Association would be the 
likely candidates for .an intercollegiate 
proiessional football conference But the 
rich-get-richer "syndrome" would acceler- 
ate niaking it unlikely that the weaker 
members could survive The result proba- 
bly would be about 40 major football pro- 
grams. Even this would be unattractive, 
for if all play were confined within the ranks 
of 40, some traditionally winning teams 
would by definition become tosers It 
would create a ^devil-take-the-hindmost ' 
situation, in which each season a growing 
number of teams would lose both more 
games and more fans support It illus- 
trates the attractiveness of what Paul 
Lawrence has called the NCAA "cartel" for 
propping up college sports as an "indus- 
try " Some other concerns are as fo!bws 

• Except for a relative minority of truly 
exceptional players, it is likely that stu- 
dent-athletes even infootball and bas- 
ketball at majoruniversities would'ina 
a glutted market and relatively little 
demand for their services. To test this 
hypothesis, took at the low mart et 
value of football players who are cut 
from the National Football League 
rosters So, although an occasional 
Doug f-luti9 or Patrick Ewing might 
negotiate j great contract, players 
who nov/ receive a full grant-in-aid 
(roughly $1 2.000 to $1 5,000 per year) 
and vjhJ are the 90th member of a 
varsity squad wou Id command little on 
the ope^ market 

• Professional teams are expensive 
The World Football League went 
bankrupt Lastyenrthe New England 
Patncts of the established Naticnai 
Football League had difficulty meet- 
ing their payroll ^Professional team 
owners usually have made their for- 
tunes elsewhere 

• A shift toward true professionalism 
ana commercialism might force inter- 
collegiate programs to forfeit some 
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privileges and subsidies they receive 

UrHJOl VAillOIII Oil UV/lUt VO. wrivi«,9rwi i f 

A football cx)ach is allowed 95 scholar- 
ship piayers; professional foodt>all 
squads are restricted lo 48. The re- 
fonn proposal shows in dramatic relief 
how fragile even big-time college 
programs are. 

It is time (0 stop thinking of i^Ttercolle- 
giate athletics as a business and to depict 
it instead, as a tubsklysa actMty. A 

university may justify this subsidy on any 
number of grounds but the general claim 
that intercollegiate athletic programs are 
revenue producing or self-supporting is 
dubious. Our main recommendatior. is 
that universities at least ^Kcepi that varsity 
sponts are revenue consuming. Having 
acknowledgod that fac^, presider. s, pro- 
vosts, deans, and board members can 
start to ask how and why investment in 
athletk: programs is appropriate to the 
vision of total university operations and 
mission 

Such self-study and redefinition can be 
useful for reforming the governance and 
budgeting of college sports. A college or 
university ought place its intercollegiate 
athletk: program appropriately with.n the 
campus structure. For example, large 
universities tha« eadily define intercolle- 
giate ath]etk:s as a central activity in the 
lite of the institutk)n might consider saying 
soforthrightly as part oi the mission state- 



ment; this coukJ lead to creation of a vice 

be to place interoollegiale athletics under 
an appropriate existing vce presidency 
Colleges that define varsity sports as an 
educational activity, for example, ought 
have the athletk: director report to the vk:e 
presklent for academk: affairs. If a cam- 
pus values intercollegiate athletk:s as a 
sou'^ce of institutional publk:ity, perhaps 
the athletk: department couki be housed 
under the office of the vice preskJent for 
university rekations or devetopmem. Fi- 
nally, a college that views sports as an 
Integra! part of extracumcular student iife 
would have the athlete director r-^port to 
the vice presklent for student affairs. Self- 
study and stojctural realignment have 
multiple benefits: first, they counter the 
tendency to have intercollegiate athletic 
programs be semiautononfX)us and rela- 
tive ; uncontrolled; second, they bring col- 
lege sports into the regular budgeting 
process and conskJeration of priorities 
This structural realignment and change in 
reporting system would bring intercolle- 
giate athletics into line with other cannpui 
units. It woukil also make better use of the 
expertise of vk:e preskl^^ts. tius sparing 
the involvement of the ur.*versity president 
except in the most significant polk^y issues 
regarding college spoils It is by first 
analyzing th ^ budget that we can promote 
the proper balance of academk:s and ath- 
letics within the American campus 



K Is time to stop thinking 
of Intercollegiate attibtlcs as 
a business airS to 6efMt It 
Instead as a sut)sldlzed 
activity. 



A college or university 
ought to place Its Intercol- 
legiate athletic program 
appropriately within the 
campus structures. 



It Is tjy first analyzing the 
txjdget that we can promote 
the proper lyalance of aca- 
demics and athletics within 
the American campus 
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Evaluation of Capital Ideas 



The Forum for College Financing has published Caprtai laeas since June i , 1986 Funding for ihe poulicdhon nas 
been provided by the Departrr^nt of Education's Ottce of Educational Research and Improvement (OERI) Part of 
our agreement with OERI is to evaluate this publcation We ask your assistance by filling oui this questionnaire 



1 The selection of issues has been 



2 The coverage of issues has been 



1 2 
Useful to my 
institution 



Not useful 



1 

Too 
detailed 



3 

Ab0;jt 
right 



Not detailed 
enough 



Tne Forum mails Caprtai Ideas to presidents, chief financial officers, chairs of the tnjstee finance committee, a 
set of higher education polcy makers, and others who have requested tc be on the mailing list How appro- 
priate IS this audience'^ 



Presidents 

Chief financial officers 
Chair of tmstee 

finance committet- 
f^oiicy makers 



2 

2 

o 



5 
5 
5 



No opinion 



Very' appropriate 



Not appropriate 



4 Issue evaluation Are there any past issues wmch stand ou^ m your mind as bemq particularly us' *j\ or 
insightful or as not so useful or insightful 



"New Tuition Savings Plans" 0 

"E ,jipment Financing Ideas" 0 

Tax Reform and nigher Education" 0 

"New Approaches to Debt Financing " 0 

"Mortgage-Backed Student Loans" 0 

"College Savings and Prepayment Plans' 0 

'The Economy an':' Higher Education" 0 

Rethinking Higher Education Capital Finance" 0 

"Campus Facilities A Diminishing Endowment" 0 

"Options for Technotogy Transfer" 0 

The Economic 0utk)0k and What it 0 
Means for Colleges arxJ Universities* 

F.scal Fitness'^ The Peculiar Economics 0 
of Intercollegir Mnletics" 

No opimof] 



-> 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 



Very useful 



Not useful 



Suggestions for oth»^r issues to tx) covered and/'or other comments 
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_ PresKJent/CEO 

_ Other Financial Officer 

_ Other (indicate) 



Other academic officer 
Tnjstee 



Institutional characteristics 



_ PublicCoM^ge 
_ Private College 

State Agency 
_ Commercial 
Organization 



4^ 



_ Two-Year 
_ Four-Year 

_ Federal Agency 
___ Othe» (indicate) 



Chief Financial Officer 
Public Official 



Enrollment 
_ Over 10,000 
_ 5.000T0.000 
_ 1.000 5.000 
under 1,000 
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Non-profit org 
U S Postage 
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